PT 95-39
Tax Type: PROPERTY TAX
| ssue: Charitabl e Owershi p/ Use

STATE OF ILLINO S
DEPARTMENT OF REVENUE
OFFI CE OF ADM NI STRATI VE HEARI NGS
SPRI NGFI ELD, |LLINO S

LEXI NGTON COMMUNI TY CENTER, | NC. Docket No.(s) 93-57-11

Pl No. 09-08-156-019
(McLean County)

Appl i cant

THE DEPARTMENT OF REVENUE George H. Naf zi ger
OF THE STATE OF ILLINO S Adm ni strative Law Judge

RECOMVENDATI ON FOR DI SPOSI T1 ON

APPEARANCES: Attorney Benjamin H Roth appeared on behalf of the
Lexi ngton Conmunity Center, Inc.

SYNOPSI'S: The hearing in this mtter was held at 101 West Jefferson
Street, Springfield, Illinois, on April 5, 1995, to determ ne whether or
not McLean County parcel No. 09-08-156-019 and the buil ding thereon, should
be exenpt fromreal estate taxes for the 1993 assessnent year

Is the Lexington Community Center, Inc. (hereinafter referred to as
the "Applicant”), a charitable organization? Did the Applicant own the
parcel here in issue during the 1993 assessnment year? Did the Applicant
use the parcel here in issue and the building thereon, for charitable
pur poses during the 1993 assessnent year? Follow ng the subni ssion of al
of the wevidence and a review of the record, it 1is determned that the
Applicant is not a charitable organization. It is also determ ned that the
Applicant owned the parcel here in issue and the building thereon, during
the 1993 assessnent year. It is further determined that the entire
buil ding on the parcel here in issue was used for both charitable purposes,

and was also leased for profit during the 1993 assessnent year. Finally,



it is determned that the leasing of all, or portions of, said building was
nmore than nerely incidental, and consequently said parcel and building were
not used for primarily charitabl e purposes during the 1993 assessment year.

FI NDI NGS OF FACT: The position of the Illinois Departnment of Revenue
(hereinafter referred to as the "Departnent"), in this matter, nanely that
the parcel here in issue and the building thereon, did not qualify for
exenption during the 1993 assessnment year, was established by the adm ssion
in evidence of Departnent's Exhibits nunbered 1 through 6B.

M. Janmes S. Lindsay, president of the Applicant, M. Janet diver,
bui | di ng manager for the Applicant, and M. Robert Payne, a board nenber of
the Applicant, were present at the hearing, and testified on behalf of the
Appl i cant.

The City of Lexington has a popul ati on of approximately 1,800 people,
and if the surrounding area is included, the population is about 2,500
peopl e. In the late 1980s, the community becane aware of the fact that

there was, wthin the conmmunity, no neeting hall which could accommopdate

community meetings or events. During 1989, one Catherine Keller, a |ong-
tinme resident of Lexington died, and her wll established a trust with
instruction to establish a community center, if that was practical. A 15-

person comunity steering commttee was forned to determine if a conmunity
center should be built, and how it should be funded and operated. This
comrittee first established that there was a need for a community center,
and second, that it should be owned and operated by a not-for-profit
cor poration. The initial menbers of the board of directors of the

Applicant corporation were chosen fromanong the nmenbers of the steering

comm ttee. The Applicant was incorporated pursuant to the General Not For
Profit Corporation Act of Illinois, on February 26, 1990, for the follow ng
pur poses:

"To serve primarily for social, civic and educational purposes as
stated in section 103.05 of the General Not For Profit Act."



On  January 16, 1991, the purpose clause of the Articles of
I ncorporation of the Applicant were anended to read as foll ows:

"The corporation is organized exclusively for charitable,

educational, religious or scientific purposes within the neaning
of section 501(c)(3) of the Internal Revenue Code."

After the incorporation of the Applicant, the board of directors
initiated a public fund-raising canpaign during Cctober and November 1990,
whi ch rai sed approximtely $150, 000, 00. The Catherine Keller Trust then,
on June 24, 1991, donated the parcel here in issue to the Applicant, and
agreed to provide the additional funds necessary to construct and equip the
community center. Construction of the center began during July of 1991,
and was conpleted during April 1992. There were funds provided by the
Keller trust, which were not expended for the construction and equi ppi ng of
the community center. As of January 1, 1993, the bal ance of these funds
was $34, 292. 40. This bal ance was retained by the conmunity center, as an
initial operating fund.

The Applicant, during 1993, had no capital, capital stock, or
shar ehol ders. The income of the Applicant, during 1993, consisted of
donations received during the vyear, of $7,662.41, rents received of
$9, 670. 00, and interest received of $648.33. Expenses for the year, 1993,
t ot al ed $35, 694. 70. The only paid enpl oyee of the Applicant, during 1993,
was the buil ding manager, Ms. Janet diver, whose total remuner ati on,
during 1993, was $9, 115, 40.

The building on this parcel is a one-story brick structure, which
contains a long |obby, which runs the width of the building, east to west.
At the west end of the Iobby is a nmen's restroom and at the east end of
the | obby is a wonen's restroom There are three roons, which open off the
| obby. The mddle roomis a |large all-purpose/ banquet room The west room
is a conbination nmeeting/dining room The kitchen is behind this west

room Food may be served fromthe kitchen, directly into the west room or



the mddle room Along the side of, and behind the kitchen, are severa
storage roons and a nmechanical room The east roomis a nmeeting room wth
a coffee bar along one wall. Behind the east room is a storage roomand a
mechani cal room A hallway separates the east roomfromthe m ddle room

During 1993, the Peaceneal program Lexington Senior Citizens, the
Lexi ngton Task Force on Aging, the Lexington Enmergency Services Disaster
Associ ation, the Lexington Park District, the Lexington Arbul ance Board,
the Lexington EMI squad, the City of Lexington, the area churches, as wel
as the mnisterial association, the Grl Scouts, Boy Scouts, VFW Anmerican
Legi on, the Lexington Conmunity Wonen's Club, the Kiwanis C ub, the Chanber
of Commerce, the Artisan's @iild, Habitat for Humanity, and McLean County
Rural Police Chiefs' Association, all used the building, at no charge.

In addition, when the foregoing community groups were not using the
building, it was rented for famly reunions, wedding receptions, class
reuni ons, and anniversary parties. When the building was rented for an
anni versary party, birthday party, or business neeting, the charge for the
| arge room was $75.00, the charge for the west room or the east room was
$30. 00, and the charge for the kitchen was $20.00. The fee for a wedding
reception for the entire day during 1993, was $300.00. The rental
agreenment used by the Applicant also required a security deposit of
$200. 00.

The buil ding nmanager, Janet Oiver, testified that the rental fee for
the high school prom was waived, and that group only paid a clean-up fee.
She also testified that no rental charge was made for funeral dinners. The
other private parties, including wedding receptions, anniversary parties,
birt hday parties, and famly reunions, were all charged the appropriate fee
in accordance wth the fee schedul e. She al so testified, concerning the
$200. 00 deposit, that she only collected this amount in the case of wedding

receptions, and for parties where al cohol was to be served. Applicant had



a separate agreement form for parties where alcohol was to be served.
During 1993, the rentals with alcohol were primarily the wedding
receptions.

During 1993, the Peaceneal program used the kitchen, one storage room
and either the west room or the mddle room five days a week for three
hours per day, to operate an age 60, and over, feeding program The food
was brought out from Bloom ngton, and served from the kitchen in the
building on this parcel to the participants. Peaceneal , during 1993,
enpl oyed a |ocal coordinator who supervised the neal service and cl eanup,
using the help of volunteers. Peaceneal requested a donation of $1.50 for
its neals. If a person could not afford to pay, they received a neal
anyway. An average of 20 persons participated in the Peaceneal program
daily during 1993.

The east roomwas used by the local senior citizens on a daily basis
from7:00 A M until about 7:00 P.M. There is a coffee bar al ong one
wal | . The buil di ng manager testified that when she opened the buil ding at
7:00 AM during 1993, she made <coffee in the east room and nmade sure
there were cookies there for the seniors. There was a television set in
the east room and senior citizens cane and went all day long. There was
one fellow in his fifties who played cards with sone of the seniors, and
the group nmade him an honorary senior citizen. There was no fee of any
kind charged to the seniors for the use of the east room The building
manager testified that the east roomwas used by other groups later in the
evening after the senior <citizens had gone honme. One of the other groups
whi ch used the east roomduring 1993, was Weight Watchers, which held 48
meetings in the building during that year.

1. Based on the foregoing, | find that the Applicant owned the parce
here in issue and the building thereon, during all of the 1993 assessnent

year.



2. During 1993, | find that the Applicant had no capital, capita
stock, or shareholders, and no one profited fromthe enterprise.

3. In view of the fact that the rental fees were not waived or reduced
in cases of need concerning the rentals for private parties, including
weddi ngs, anniversary parties, birthday parties, and famly reunions, |
find that the benefits were not available to an indefinite nunber of
persons, that <charity was not dispensed to all who needed and applied for
it, and that the obstacles of rental fees and security deposits were placed
in the way of those seeking the benefits.

4. During 1993, | find that the Applicant's primary source of incone
was rental fees.

5. | consequently find that the Applicant has failed to establish that
it is a charitable organization

6. Finally, I find that the leasing of all, or portions of, the
building on this parcel was nore than nerely incidental, and consequently
this parcel and the building thereon, were not primarily used for
charitabl e purposes during the 1993 assessnent year.

CONCLUSI ONS OF LAW Article I X, Section 6, of t he Illinois
Constitution of 1970, provides in part as foll ows:

"The General Assenbly by I|aw my exenpt fromtaxation only the
property of the State, wunits of [|ocal governnent and schoo
districts and property used exclusively for agricultural and
horticultural societies, and for school, religious, cenetery and
charitabl e purposes.”

35 ILCS 205/19.7 (1992 State Bar Edition), exenpts certain property

fromtaxation in part as foll ows:

"All property of institutions of public charity, all property of
beneficent and charitabl e organi zati ons, whether incorporated in
this or any other state of the United States,...when such
property is actually and exclusively used for such charitable or
benefi cent purposes, and not |eased or otherwi se used wth a

viewto profit;...."

It is well settled in Illinois, that when a statute purports to grant



an exenption fromtaxation, the fundanental rule of construction is that a

tax exenption provisionis to be construed strictly against the one who

asserts the claimof exenption. International College of Surgeons v.
Brenza, 8 1l1.2d 141 (1956). \Wenever doubt arises, it is to be resolved
agai nst exenption, and in favor of taxation. Peopl e ex rel. Goodman v.
University of Illinois Foundation, 388 Ill. 363 (1944). Finally, in

ascertaining whether or not a property 1is statutorily tax exenpt, the

burden of establishing the right to the exenption is on the one who clains

the exenption. MacMiurray College v. Wight, 38 Ill.2d 272 (1967).

In the case of Methodist Od Peoples Honme v. Korzen, 39 Il1.2d 149
(1968), the 1llinois Supreme Court set forth six guidelines to be used in
determ ning whether or not an organization 1is charitable. Those six

guidelines read as follows: (1) the benefits derived are for an indefinite
nurmber of persons; (2) the organization has no capital, capital stock, or
sharehol ders, and does not profit from the enterprise; (3) funds are
derived mainly fromprivate and public charity, and are held in trust for
the objects and purposes expressed in the charter; (4) charity is dispensed
to all who need and apply for it; (5) no obstacles are placed in the way of
those seeking the benefits; and (6) the primary use of the property is for
charitable purposes. | have previously found that the Applicant has failed
to nmeet guidelines (1), (3), (4), (5), or (6) during the 1993 assessnent
year.

Concerning the various rentals of the building on this parcel, the
Illinois Courts have consistently held that property which is |eased or
otherwise used wth a viewto profit, does not qualify for exenption, even
if the net income fromsaid |leasing or use for profit is used for exenpt
pur poses. People ex rel. Baldwin v. Jessam ne Wthers Hone, 312 Il1. 136
(1924). See also The Salvation Arny v. Departnent of Revenue, 170

I11.App.3d 336 (2nd Dist. 1988), |eave to appeal denied.



Where, as here, the property as a whole was used for both exenpt
pur poses and nonexenpt purposes, the property wll qualify for exenption
only if the exenpt use is the primary use, and the nonexenpt use is nerely
i nci dent al . Illinois Institute of Technology v. Skinner, 49 111.2d 59
(1971).

During 1993, both the west room and the east room were rented to
Wei ght Watchers for a total of 48 neetings. Weddi ng receptions used
either, or both, the mddle roomor the west room as well as the kitchen.
During 1993, there were four anniversary parties, which used the mddle
room and the kitchen. In addition, there were four business groups which
rented the mddle room as well as three famly events which used the west
roomor the mddle room as well as the kitchen. In addition, it should be
poi nted out that of the $17,980.74 of income received by the Applicant
during 1993, $9,670.00 was rental incone. Certainly, the nonexenpt or
rental use of all areas of the building on this parcel was nore than nerely
i ncidental, during the 1993 assessnent year.

Consequently, | conclude that while Applicant owned the parcel here in
issue during 1993, it failed to establish that it was a charitable
organi zation, or that it wused the building on this parcel for primarily
charitabl e purposes during 1993.

| therefore recommend that MLean County parcel No. 09-08-156-019
remain on the tax rolls for the 1993 assessnment year, and be assessed to

the Applicant.

Respectful ly Submtted,

George H. Naf zi ger
Adm ni strative Law Judge



